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1 Q. Please state your name and business address.

A. My name is Robert L. Thornton. My business address is 4720 Piedmont Row

Drive, Charlotte, North Carolina.

Q. What is your position and what are your responsibilities with Piedmont

Natural Gas Company ("Piedmont")?

A. I am employed as Director of Gas and Regulatory Accounting.

Q. Please briefly describe your education and experience.

A. I received a B.S. degree from The College of Charleston in 1984. In 1985, I

was employed by Duke Power Company as a staff accountant. In 1990 I was

employed by Ingersoll-Dresser Pump Company as Controller. In 1994, I was

employed by Public Service Company of North Carolina, Inc. ("PSNC"), as a

Senior Financial Accountant and was promoted to Director — Investor Relations

and Financial Projects in 1998. After PSNC was acquired by SCANA

Corporation, I was employed by Cox Technologies in 2000 as Controller and

Assistant Treasurer. In 2004, I was employed by HSBC Mortgage Corp. as

Manager of Regulatory and Investor Reporting. I was employed by Piedmont

Natural Gas Company, Inc. ("Piedmont") in 2007 as Manager of Gas

Accounting. I was promoted to Director of Gas and Regulatory Accounting in

February 2008.

Q. Please describe your responsibilities as Director of Gas and Regulatory

Accounting.

A. My responsibilities include: recording the cost of gas on Piedmont's books,

maintaining a proper match of revenues and cost of gas in Piedmont's income
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statements, recording Piedmont's margin in accordance with regulatory

requirements in each of the three state jurisdictions in which Piedmont

operates, verifying volumes and prices on all invoices relating to the purchase

and transportation of natural gas, and recording gas inventory accounts and

deferred accounts. I am also responsible for the middle office functions related

to the experimental hedging program implemented in South Carolina pursuant

to Commission Order No. 2002-223 dated March 26, 2002.

Q. Have you previously testified before this Commission or any other

regulatory authority?

A. Yes. I have previously testified before the Public Service Commission of South

Carolina and the North Carolina Utilities Commission on several occasions.

Q. What is the purpose of your testimony in this proceeding?

A. The purpose of my testimony in this proceeding is to report to the Commission

Piedmont's end-of-period balances in and accounting for its deferred gas costs

accounts in order to permit the Commission to determine that Piedmont's true-

up procedures for the review period have resulted in a properly stated cost of

gas and that Piedmont's gas costs are properly recorded in compliance with

Piedmont's Gas Cost Recovery Mechanism and Hedging Plan.

Q. Were there any adjusting accounting entries made to the Deferred

Account No. 253.04?

A. Yes, there were four adjusting entries related to special items recorded during
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the test period. The first entry was recorded in July 2010 as a result of a special

contract customer and a power generation facility customer not being handled

properly in the new commodity true-up and demand true-up methodologies

approved in Docket No. 2009-435-G. The dekatherms related to these

customers were inadvertently left out of the true-up mechanisms. The result of

this adjustment to the deferred account was a decrease of $1,454,295.33, which

included $24,269.48 in interest. The second adjustment was recorded in

January 2011 as a result of the improper classification of costs to the SC

jurisdiction related to a pipeline interconnection. The result of this adjustment

to the deferred account was a credit to true-up the interest owed to the

customers of $2,254.32. The third adjustment was recorded in March 2011 as a

result of incorrect demand therms on a billing system report that is used in

calculating cost recoveries. This adjustment resulted in a decrease to the

deferred account of $6,643.80, which included $518.00 in interest. The fourth

adjustment was recorded in April 2011 as a result of a correction to the

previous adjustment related to demand therms. The Company improperly

recorded the demand therms adjustment for a single customer using the

transportation rate instead of the sales rate. This adjustment resulted in a

decrease to the deferred account of $57,043.71, which included interest of

$5,048.91.
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Q. Has the Office of Regulatory Staff reviewed Piedmont's accounting for its

cost of gas for the review period in this proceeding?

A. Yes. The Commission has previously ordered the Company to maintain an

account reflecting its gas costs each month, the amount of gas costs recovered

each month, and amounts deferred each month. The audit staff of the ORS has

conducted a detailed audit and review of the review period activity in that

account, as well as the detailed data supporting the accounting entries to that

account. A summary of the review period activity in that account is attached

hereto as Exhibit (RLT-1).

Q. Does the Company also maintain a hedging deferred account?

A. Yes. Effective April 1, 2002, Piedmont implemented an experimental natural

gas hedging program pursuant to Commission Order No. 2002-223. Pursuant

to this program, Piedmont maintains a Hedging Deferred Account in which it

records the results of its hedging activities undertaken in accordance with its

hedging plan. The audit staff of the Office of Regulatory Staff has also

conducted a detailed review of the activity in this account and the detailed

accounting data supporting that activity. A summary of the review period

activity in Piedmont's Hedging Deferred Account is attached hereto as

Exhibit (RLT-2).

Q. Does this conclude your testimony?

A. Yes.
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